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President Vicente Fox's proposal to further open the electrical-power sector to private investors is
almost certainly dead because of the midterm congressional elections on July 6. The elections gave
overwhelming control of the Chamber of Deputies to the former governing Partido Revolucionario
Institucional (PRI) and the center-left Partido de la Revolucion Democratica (PRD), two parties that
have generally opposed the government's efforts to allow private interests greater involvement in
power generation.
The official election results released by the Instituto Federal Electoral (IFE) on July 13 indicate
that the PRI will control 224 of the 500 seats in the lower house, while the PRD will have 95 slots.
Additionally, the 28 deputies representing the Partido Verde Ecologista Mexicano (PVEM), the
Partido del Trabajo (PT), and the Partido Convergencia por la Democracia (PCD) are likely to vote
with the PRI and PRD, leaving only 153 legislators from Fox's center-right Partido Accion Nacional
(PAN) to support the president's position.
A minority of PRI members have in the past supported some privatization of electrical power,
especially when the proponents were former Presidents Carlos Salinas de Gortari and Ernesto
Zedillo of the PRI. But it is unclear if any of the new PRI legislators would back efforts by Fox to
promote electricity privatization.

PRI legislators question legality of existing reforms
The elections also give further ammunition to opponents of electricity privatization, led by powerful
Sen. Manuel Bartlett Diaz and ex-deputy Salvador Rocha. The two have gone as far as to question
the legality of limited electrical-power privatization conceived by Salinas and implemented by
Zedillo and Fox. The reforms basically created a program called Produccion Externa de Energia
(PEE), by which the government awarded 25-year concessions to private companies to construct
power plants and generate electricity for their own use and to sell it to a limited number of industrial
clients.
Bartlett and Rocha, who chaired the constitutional rules committee (Comision de Puntos
Constitucionales) in their respective houses of Congress during the last session, have asked the
Procuraduria General de la Republica (PGR) to investigate whether 225 PEE contracts awarded
between 1997 and 2003 violate the Mexican Constitution. The two and other opponents claim that
the foreign participation in the Mexican electrical sector has inhibited the growth of the country's
two electrical power companies, the Comision Federal de Electricidad (CFE) and Compania Luz y
Fuerza del Centro (LFC).
Bartlett said some companies that received permits under the PEE have ignored the limitations
of the scheme and have sold electricity illegally to multiple buyers. The complaint presented by
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Bartlett and Rocha said 17 companies, all subsidiaries of foreign entities, together generate the
equivalent of one-fifth of what the CFE produces. "If President Fox continues along this path, the
government could end up privatizing Mexico's electricity sector without even having to modify the
Constitution," Bartlett told reporters after presenting the formal complaint.
The Fox administration had little reaction to the complaint, although a Secretaria de Energia
(SENER) statement said Bartlett and Rocha have no legal basis for their complaint. "[These
contracts] were awarded in strict adherence to the existing laws," said the statement.
Supporters are quick to defend the limited privatization implemented under Salinas, Zedillo, and
Fox. For example, the Asociacion Mexicana de Energia Electrica (AMEE) reported that private
companies have invested US$8 billion in electricity projects to date through the PEE and other
programs. Earlier this year, SENER said the presence of European, US, and Asian utility companies
in Mexico has increased the country's electrical capacity by 33% or 19,000 MW since 1992.
Still, AMEE president Eduardo Andrade said the level of investment has declined in recent years
because of uncertainty about whether Congress would approve new legislation governing the
electrical sector. "Mexico is not known as a paradise for investments," said Andrade. The PRI has
frequently questioned Fox's motives for pursuing electricity privatization, accusing the president of
favoring foreign companies at the expense of Mexico's national interest.
PRI president Roberto Madrazo Pintado recently accused Fox of accepting donations from foreign
utility companies during the 2000 presidential campaign in exchange for promoting electricity
privatization. Fox's campaign organization, Amigos de Fox, is under investigation for allegations that
it illegally accepted donations from overseas donors (2003-03-19). PRD and PRI legislators say their
staunch opposition to privatization of the electricity sector does not mean they do not recognize
the need for changes that would make the sector more efficient. The two parties in the past have
proposed changes that include giving more autonomy to the CFE and the LFC (see SourceMex,
2003-03-05).
Representatives of the Mexican electrical sector and other industries said they would still like to
see some legislation that recognizes the need for private investment to complement the public
resources. But Marcelo Chauvet Sanchez Pruneda, president of the Asociacion Mexicana de Gas
Natural, said any changes would have to come through negotiations. "The election demonstrates
that citizens no longer want decisions to come from a majority vote, but through a consensus," said
Chauvet. (Sources: El Sol de Mexico, 06/26/03; La Jornada, 06/25-27/03, La Cronica de Hoy, 06/26/03,
06/30/03; El Universal, 06/30/03; Milenio Diario, 06/25/03, 07/02/03; Reforma, 06/26/03, 07/08/03;
Notimex, 06/26/03, 07/09/03; San Diego Union-Tribune, 07/09/03; Los Angeles Times, 07/09/03,
07/10/03; El Financiero, 07/15/03; Associated Press, 07/15/03)
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